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Bellefonte Unit 1 Completion

Introduction

With a renewed vision of national leadership in nuclear energy, TVA is looking to the unfinished Bellefonte project.
The 1,600-acre site with two partially complete Babcock & Wilcox pressurized water reactors near Hollywood and
Scottsboro, Alabama, remains an unrealized asset.

TVA has wrestled with Bellefonte’s fate since construction, which began in 1974, was suspended in 1988 because
of slowing growth in electricity demand. Now TVA's Integrated Resource Plan, completed in 2011, predicts more
energy capacity will be needed by the end of the decade. The IRP identifies nuclear as the right technology to meet
the challenge while keeping reliability high and rates competitive. Further, studies point to the completion of
Bellefonte Unit 1 as the preferred, least-cost option.

With an output of 1,260 megawatts, Bellefonte Unit 1 could be the largest reactor in TVA’s nuclear fleet. It would
be a zero-carbon powerhouse with the capacity to replace a coal-fired power plant. That could be critically
important as TVA transitions to lower coal utilization under a major clean-air agreement with the Environmental
Protection Agency and sets its course to lead the nation in low-cost and cleaner energy by 2020.

In August 2011, the TVA Board of Directors approved the $4.9 billion completion of Bellefonte Unit 1 in the 2018-
2020 timeframe. This document reviews some of the issues considered by the board that impacted that decision.

Issues
PROS CONS
eCurrent facilities already address a portion of the ePublic concerns over nuclear safety

Nuclear Regulator Commission's safety requirements . Sl : :
. eRegulatory/licensing issues over contruction permit
from Fukushima

*Maintains reliable power to meet increased demands e e e Slies

eAllows TVA to retire aging coal plants abos apni g e nts

eEnables TVA to achieve its renewed Vision - low rates *Statutory debt limit and cost of project

. - eAge of existing infrastructure
eProvides a new source of clean, safe, reliable, 8 &
affordable energy eLong-term managment of nuclear waste

eUtilizes existing asset to deliver a new nuclear plant at
a savings of over $1.9 billion compared to the next
best nuclear alternative

eLeverages experience completing, restarting idled
projects (Watts Bar Units 1-2, Brown Ferry Unit 1)

eCreates jobs
eFewer air emissions

eHas support from local, regional residents
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Background Information

The Bellefonte Project began in the 1970s as part of TVA’s plan to meet future demand with nuclear generation. At
the time, electricity demand was forecast to rise 7 percent a year. But projected demand fell dramatically as the
economy slowed in the 1980s, and TVA found itself with more baseload under construction than it could use.
Nuclear projects were deferred, including Bellefonte Unit 2 in 1985 and Bellefonte Unit 1 in 1988. When demand
revived in the 1990s, TVA chose to finish Watts Bar Unit 1 rather than Bellefonte Unit 1 largely because of its
similarity in design and operation to Sequoyah, the sister plant to Watts Bar.

In 1994, TVA said it would not complete Bellefonte Unit 1 without a financial partner. This began a decade-long
search for a new option for Bellefonte as a combined-cyle natural gas plant, a national defense tritium plant for the
Department of Energy or a coal gasification plant. In 2006, TVA asked the Nuclear Regulatory Commission to
withdraw its construction permit for Bellefonte, transferred or sold some $60 million in parts and equipment over
the next few years, and offered the site to the NuStart utility consortium as the model or “reference” site for a new
combined construction and operating license for a new reactor design, the Westinghouse AP (Advanced Passive)
1000. Although Southern Company’s Plant Vogtle nuclear site in Georgia now serves this NuStart role, TVA could
maintain the option of eventually building one or two AP1000s at the Bellefonte site, as Bellefonte Units 3 and 4.

In early 2008, with commodity prices rising, including the cost of construction materials, TVA revived interest in
completing Bellefonte’s unfinished original reactors. At TVA’s request, the Nuclear Regulatory Commission
reinstated Bellefonte’s construction permit. Several in-depth studies later confirmed Bellefonte’s continuing
viability and potential as a modern nuclear facility. Bellefonte Unit 1 was about 88 percent finished when the unit
was placed in deferred status in 1988. Though equipment upgrades, updates and replacements are needed,
Bellefonte Unit 1’s infrastructure is sound and the facility is considered about 55 percent complete today.

Bellefonte Timeline

/ 2009....Construction Permits Reinstated Five key studies determined that Bellefonte was the better option than the AP1000
/ 2006....Construction Permits Withdrawn Due to promise of a lower- cost option with AP1000 - *in 2007, TVA decided to finish Watts Bar 2
/ 2005....Layup & Preservation Ceased cCollapse of power markets-continued to evaluate options
/ 1994....Completion Engineering Ceased Both Watts Bar and Bellefonte were good options - did not need both
/ 1993....NRC Construction License Re-activated Maintained under asset preservation program
/ 1992....Completion Engineering Restarted wmaintained under asset preservation program

/

/ 1985....Construction Slowed siower economy/projected load growth dropped TVA had a 10-year period of no rate
increases between Oct 1987 and Oct 1997

1988....Plant Deferred Long on baseload power

/ 1974....Construction Started Nuclear expansion program



The Need for New Energy

TVA's Integrated Resource Plan (IRP) identified a need for 7,500 megawatts of additional capacity by 2018-2020 to
maintain system reliability. Nuclear expansion is present in a majority of the IRP’s suggested power options.
Although the recession has reduced electricity growth in the Tennessee Valley to about 1 percent annually, TVA has
a need for new baseload generation with the retirement of 18 aging coal-fired units by the end of 2017 under the
EPA agreement, and two additional units subsequently identified for idling at John Sevier Fossil Plant by the end of
2012. This would mark TVA’s first coal plant retirement since the Watts Bar Steam Plant left service in 1982.
Bellefonte Unit 1 could replace the equivalent of five to 10 coal units, thereby reducing TVA’s smog, haze and acid
rain-contributing emissions by nearly 11 million tons of carbon dioxide, 34,000 tons of sulfur dioxide, 900 tons of
nitrogen oxide and 300 pounds of mercury annually.
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Over its full 20-year horizon, the IRP identifies up to 5,900 megawatts of new nuclear generation by 2029. That

means even with additional energy efficiency, natural gas, renewables and hydro pumped storage, TVA could still
need up to three new reactors, including the Watts Bar Unit 2 reactor now expected to come online in 2013.

Finishing Bellefonte Unit 1 would meet a substantial portion of TVA’s future generating needs at a lower cost per
installed kilowatt. A Detailed Scoping, Estimating and Planning study on the Bellefonte site completed in 2010
estimated construction costs of $3,120 to $3,360 per kilowatt to complete the Bellefonte Unit 1 reactor, compared
with $3,300 to $4,900 per kilowatt to build a new AP1000, as Bellefonte Unit 3, expressed in 2010 dollars. TVA
expects to save more than $1.5 billion by completing Bellefonte Unit 1 rather than building an AP1000, a somewhat
smaller reactor whose final design requirements are still under NRC review.

As shown in the charts below, Bellefonte (one or two units) was selected in 33 of 48 (69 percent) IRP case studies.
In 82 percent of those cases, the best in-service date fell between 2018 and 2020. The assumptions under which



Tennessee Valley Authority — Bellefonte

Bellefonte was a preferred asset supports the robustness of the potential value of low-cost nuclear power in a
number of possible futures.

Frequency of Nuclear Unit Selection Bellefonte Unit1 In-Service Year Was Between
(out of 48 IRP cases run) 2018-2020 82 PercentofTime When Selected
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Bellefonte’s Supplemental Environmental Impact Statement (SEIS) considered studies that suggested energy
efficiency could play a bigger role in TVA’s power portfolio. However, the reports said major technical and policy
changes may be neccesary. In TVA's service area, the level of participation and investment by distributor customers
would also be an uncertainty. The SEIS concluded that “substantial policy, legislative and behavioral changes must
occur before TVA can rely extensively on dependable capacity from conservation measures as a substitute resource
for balancing generation and load.”

In addition, the IRP’s final planning direction moves TVA towards a portfolio comprised of both Energy
Efficiency/Demand Response and nuclear. TVA is moving forward with an expanded use of Energy
Efficiency/Demand Response within its capacity plan. Over the next decade, TVA's generating portfolio will be a
more diverse and balanced mix with nuclear, coal, gas and renewable resources each accounting for about a
qguarter of TVA's total generating assets, consistent with TVA’s vision of cleaner air and mission to stable rates.

Generation Mix by 2022
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The SEIS indicated that counting too heavily on some renewable energy sources, such as wind and solar, would be
impractical because of intermittent reliability and limited energy storage. Installations equal to a Bellefonte Unit 1
reactor also would require a huge footprint. The report estimated a Bellefonte-sized solar power system would
require 193 solar arrays of 50 megawatts each covering 89 square miles. For wind, some 2,783 turbines would be
required spread out over 436 square miles, more than half the size of the Great Smoky Mountains National Park.
TVA has recently contracted for upwards of 1350MWs of wind energy from the Midwest and Great Plains in an
effort to have a balanced portfolio.

Engineering Integrity

The Design, Scoping, Estimating and Planning (DSEP) study on the Bellefonte site, completed in 2010 after some
150,000 labor hours and having generated some 8,500 pages of detailed reports, found “the material condition of
the plant system, structures and components are consistent with that expected for a plant that has been deferred
for over 20 years.” Many components will need to be replaced or refurbished to meet design or performance
standards. Using all known available technologies — visual inspection, core drilling, ultrasound and acoustic
sounding — TVA investigated groundwater intrusion at Bellefonte Unit 1, and found no indication of compromise or
degradation to the foundation. The containment building had no water intrusion at all.

The post-tensioning structural support for the containment building was evaluated after one of the 185 vertical
steel-cable tendons that anchor the containment in bedrook came loose in 2009. A root cause analysis found
stress corrosion cracking in the tendon coupling caused by mechanical grease that had been contaminated with
sulfites, which introduced moisture. Inspections indicated this problem was isolated to the one coupling. Overall,
the DSEP report concluded: “The plant is structurally sound; and found no engineering concerns that would
prevent the Bellefonte project from proceeding forward to completion.”

TVA also evaluated design and structural issues that led to containment wall gapping or “delaminating” at the
Crystal River Nuclear Plant in Florida. TVA determined Bellefonte Unit 1’s containment, strength of concrete and
greater density of rebar minimizes the possibility of similar problems at Bellefonte. Additionally, unlike at Crystal
River Unit 3, steam generators can be removed and replaced at Bellefonte Unit 1 through a hatch, eliminating the
need to cut a hole in the containment.

TVA determined the existing value of Bellefonte Unit 1 versus new nuclear construction for the same capacity is
$1.9 billion. This includes electrical, piping, valves, rebar and steel, concrete and site infrastructure. After TVA
terminated the Bellefonte construction permits in 2006, some equipment was sold or transferred to other TVA
facilities as part of an asset recovery effort. This included steam generators, several feedwater heaters, large
pumps and motors, demineralized water and condensate storage tanks, main condenser tubes and some piping
and valves in the turbine building. In 2008, TVA contracted a study that determined what was removed and where
it had been located. TVA has maintained all quality assurance records for the entire life of the plant in an onsite,
climate-controlled vault for use in future licensing.
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Bellefonte Existing Facilities

[

Essentially, all of the existing power plant buildings can be used, including a cooling tower, along with the reactor
vessel and internals, piping, cable trays, instrument tubing and much of the installed electrical cable. Every plant
system would be evaluated and equipment replaced or refurbished to like-new condition. The age of the base
facilities is not expected to limit the 40-year operating licensing period for the reactor. It is further anticipated that
the unit could operate for up to 60 years following future evaluations in accordance with NRC’s license renewal
program.

Components removed or sold during the asset recovery project would be replaced at a cost of about $390 million.
Over half of this amount would be for new stream generators. These replacements are part of some $2.1 billion in
new equipment to meet contemporary safety margins and industry requirements. Major areas for investment
would include a modern control room, new steam generators, a redesigned main turbine, digital instrumentation
and controls, main transformers and switchyard, and energy efficient lighting, plumbing and insulation.

Responding to Fukushima

An NRC task force has recommended safety improvements for U.S. nuclear plants in response to the earthquake
and tsunami that crippled the Fukushima nuclear plant in Japan in March 2011. The recommendations include
requiring plants to have the capability to cope with blackouts of up to 72 hours, backup systems to assure cooling
of spent fuel rods and sufficient margins for beyond-design events involving earthquakes and flooding.

The Bellefonte plant already is a robustly designed and constructed facility with many advanced design features
installed or planned to be installed to cope with natural disasters, including Fukushima-type events, maximum
floods and dam failures.



Containment Design

m Shield Building
Containment

Grade Level

Nuclear

The Bellefonte Unit 1 reactor building consists of a post-tensioned concrete primary contanment structure and a
free-standing reinforced concrete secondary containment structure or shield building. The primary containment,
which houses the reactor power conversion and coolant systems, has a leak-tight steel liner. This is surrounded by
a free-standing secondary containment composed of a reinforced concrete shell. The primary containment can
withstand pressures of 50 pounds per square inch associated with a loss-of-coolant accident. The secondary
containment is designed to resist various combinations of severe seismic activity, highest tornado wind velocities,
external missiles and water pressure from normal and accident conditions.

Additional Fukushima-related modifications, which could be added to Bellefonte Unit 1 as it is completed rather
than retrofitted later as with existing nuclear plants, would address the loss of AC power by installing backup air-
cooled and water-cooled diesel generators, enhancements to maintain DC power to safely shut down equipment
and instrumentation, an additional DC power pump to maintain seal cooling, and an additional pump with
independent water supply and heat exchanger to add water to spent the fuel pool and maintain cooling.

Used Fuel Management

Bellefonte is designed to store discharged used nuclear fuel onsite in spent fuel pools for a minimum of five years
(the average time for spent fuel to cool before it can be placed in dry cask storage) and up to approximately 15
years depending on how quickly the pools are filled. The Bellefonte fuel pool storage design is perhaps the safest in
the nation as the independent pools for each unit are protected within separate reinforced concrete structures
capable of withstanding earthquakes, tornadoes and explosions. Bellefonte’s used fuel is expected to be stored
either onsite or offsite using dry cask storage technology after it is removed from the spent fuel pool. Dry cask
storage is an established technology in which used fuel is stored in steel canisters. This method, which relies on air
to cool the used fuel, can store used fuel for many decades if needed.

Final disposition of used fuel remains an unresolved national policy issue. There are several solutions available
today but sustained political and policy support for any of them has proven elusive. Ultimate disposal for at least a
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portion of the spent fuel will require a geological repository. After years of research and licensing preparation,
Congress eliminated funding for a geologic repository at Yucca Mountain in Nevada. In the interim, the NRC and
others, such as the Massachusetts Institute of Technology and most recently the Blue Ribbon Commission, which
was appointed by the administration to review the national policy on used fuel, have concluded that fuel can be
safely stored in dry casks for 100 or more years, that there is time to develop a better solution and that a solution
can be available by the time needed.

TVA and others continue to support the reprocessing of spent nuclear fuel, which allows much of the remaining
energy value in the fuel to be used again and at the same time reduce the volume of remaining waste requiring
disposal. Many countries, including France, Russia, Britain, Japan, China and India, are already reprocessing spent
fuel or are in the final process of its implementation.

The volume of used nuclear fuel that must be managed is actually relatively small. The Nuclear Energy Institute
(NEI) estimates the total volume of spent nuclear fuel from all of the commercial reactors in the United States since
the industry began in the 1950s (about 66,000 metric tons) would fill one football field about seven yards deep.

In July 2011, the Blue Ribbon Commission issued draft recommendations, including:

e A consent-based approach to siting and developing nuclear waste management and disposal
facilities.

e A new organization to develop and implement a program for the transportation, storage and
disposal of nuclear waste. This has been loosely call FedCorp in some previous draft legislation and
has been modeled on a structure similar in concept to TVA.

e Assured access to the Nuclear Waste Fund and to annual nuclear waste fee payments. Utilities pay
0.1 cents/kwh for every kwh generated from nuclear plants into this fund each year.

e Prompt development of one or more permanent deep geological facilities.

e Prompt efforts to develop one or more central interim storage facilities.

Licensing and Legal Issues

Bellefonte’s Babcock & Wilcox 205 pressurized water reactors have never been licensed in the United States. The
“205” refers to the 205 fuel assemblies in the reactor core. Four “205 plants” were ordered: Bellefonte Units 1-2,
Washington Nuclear Unit 1 and the Mulheim-Karlich plant in Germany. Only the German plant was finished. It
operated at a high capacity (88 percent) for 13 months, 1987-1988, but closed at the end of its first fuel cycle over
political and administrative issues.

The B&W 205 is a next-generation design based on the smaller Babcock & Wilcox 177 design now used at seven
licensed nuclear units in the United States. TVA can cite the experiences of those similar plants, which operated at
over 92 percent capacity between 2004-2009, and the German plant in its license application.



The age of Bellefonte’s base facilities is not expected to limit the 40-year NRC licensing period. Bellefonte is the
same age as Watts Bar and younger than Browns Ferry, Sequoyah and most other reactors now operating safely
and reliably in the Unites States. Of all the U.S. operating reactors that have applied for a 20-year extension to their
original 40-year license, no requests have been denied. Seventy-one of the country’s 104 reactors have been
granted an extension, indicating that facility age would not significantly influence the reasonable life expectancy for
Bellefonte.

A petition is pending before the U.S. Court of Appeals in Washington, D.C., that, if successful, could require TVA to
obtain new construction permits for Bellefonte. The construction permit for Bellefonte Unit 1 was issued in 1974
and has been extended several times. At TVA’s request, the NRC withdrew the permit in 2006 and then reinstated
it at TVA’s request in 2009. Petitioners claim TVA must now apply for a new construction permit. NRC
commissioners found by a 2-1 vote previously that the NRC had authority under the Atomic Energy Act to reinstate
Bellefonte’s original permits.

The existing construction permit for Bellefonte Unit 1 expires on October 1, 2011. TVA has applied for an extension
of the permit until 2020. Under NRC regulations, TVA’s timely request for an extension allows the permit to remain
in effect until the NRC can act on the extension.

Experience at Other Sites

TVA has shown with Watts Bar Unit 1 and Browns Ferry Unit 1 that it can successfully complete and operate a
nuclear reactor after an extended idling or deferral. Lessons learned from these experiences would be applied to
Bellefonte Unit 1. Broadly, they include developing the regulatory framework for licensing, integrated scheduling,
project controls, completed engineering prior to beginning construction, hiring and a culture of collaboration
among an expected construction workforce of up to 2,800 employees.

The value of those projects is clear. Browns Ferry Unit 1, which returned to service in 2007 after a $1.9 billion
investment, is expected to achieve payback by 2017, even when compared with recently reduced natural gas
prices. Once the project hits its payback period, Browns Ferry Unit 1 is expected to save customers about $22
million per month in avoided natural gas power purchases. Over its lifetime (assuming another 30 years of
operation) the savings from Browns Ferry Unit 1 could amount to $660 million.

Since 1997, a year after becoming the last new nuclear plant to come online in the United States, Watts Bar Unit 1
has operated at an average capacity of 89 percent. The Browns Ferry station has averaged 90 percent over the
same period. And the Sequoyah plant has operated at 91 percent. The average for the entire U.S. nuclear industry
was 87 percent during 1997-2010.

Currently, TVA’s nuclear reactors represent a fifth of TVA’s generating capacity yet produce a third of TVA’s
electricity. This indicates the value of nuclear’s continuous, 24/7 baseload contribution to TVA.

Comparing Alternatives

Various alternatives to Bellefonte Unit 1 were considered in detail in the Bellefonte Supplemental Environmental
Impact Statement and the Integrated Resource Plan. In summary, for large baseload power needs there are three
alternatives: nuclear, natural gas combined-cycle and coal. Some types of energy efficiency improvements can



Tennessee Valle

reduce power in a way that offsets baseload needs, but Energy Efficiency/Demand Response is better applied to
medium and peaking energy reductions.

Nuclear generally costs more to build but less to operate than the other baseload energy sources — coal and
natural gas. Nuclear also produces no carbon emissions, which carry uncertain regulatory costs in the future. A
combined-cycle gas plant would be the next best alternative to Bellefonte Unit 1. But combined-cycle gas plants
are subject to greater fuel price volatility and, though cleaner than coal, still release significantly more greenhouse
gas emissions than a nuclear plant. Reliability of combined-cycle gas is good, but nuclear has proven to be better. A
combined-cycle gas plant would only dispatch about 60 percent of the time based on forecasted market prices over
the next 10 to 15 years. TVA’s nuclear reactors have demonstrated capacity close to 90 percent. A combined-cycle
gas plant may need to be replaced in 30 years. Bellefonte Unit 1 is expected to be able to operate for at least 60
years.

TVA remains interested in other nuclear generation designs. But TVA determined that completing Bellefonte Unit 1
offers a cost and scheduling advantage over an AP1000. TVA estimates Bellefonte Unit 1 could be completed for
about $4.9 billion in 96 to 108 months. Building an AP1000 would cost about $6.3 billion and require 110 to 122
months. The AP1000 would also be about 140 megawatts smaller than the uprated design planned for Bellefonte
Unit 1.

Southern Company and its partners have said the two AP1000 reactors they are building at Southern’s Vogtle site
near Augusta, Ga., will cost $14 billion, including interest. (The consortium has received $8.3 billion in nuclear-loan
guarantees from the U.S. Department of Energy. TVA is not eligible for guarantees due to its status as a federal
agency.) Although construction hasn’t begun, there are concerns about potential schedule delays and cost
increases. In a June 2011 report, William Jacobs, a nuclear engineer appointed by the Georgia Public Service
Commission to monitor the Vogtle project, said unresolved design certification issues with the AP1000 reactors are
among several factors that could inflate costs and create construction delays.

Mitigation of Key Market and Regulatory Risks

A significant benefit to Bellefonte Unit 1 is its ability to mitigate certain key market and regulatory risks. Risk
reduction for a power portfolio that includes Bellefonte Unit 1 is primarily a function of (1) less exposure to more
volatile fossil fuel costs, as well as (2) potential carbon emissions costs that would negatively impact predominantly
fossil-based power portfolios with basically no market instruments for hedging. As a part of its intensive and
detailed IRP process, and as part of specific business case assessments, TVA analyzed numerous risks, including:

e Load growth —TVA analyzed the relative value of expansion at Bellefonte even when loads are dramatically
lower than planned. In the IRP, nuclear expansion was indicated in most portfolios except those
characterized by flat to negative load growth rates, often with no CO, regulation.

o Natural gas prices — Nuclear expansion at Bellefonte is lower cost even in scenarios where natural gas
prices are lower than TVA’s forecast.



e (O, regulation — If a cost for emitting carbon is included, production costs for fossil power will rise, making
nuclear power an even more attractive source of electricity.

e Construction costs— Under current forecasts, construction costs would need to increase by approximately
30 percent before completing the Bellefonte unit would have negative rate implications compared with the
next best alternative.

Financials

Delivering reliable electricity at the lowest rates feasible is part of TVA’s statutory imperative under the TVA Act.
The financial challenge for TVA would be to complete Bellefonte Unit 1 without a substantial rate impact and
without exceeding TVA’s $30 billion statutory debt limit set by Congress. TVA’s financial guiding principles assume
that capital investments will be recovered over the lifetime of the assets and financed with new debt rather than
revenues, or through alternative financing that does not count against the statutory debt limit. Alternative
financing has included the use of sale-leasebacks, prepayments of energy by customers and other arrangements.
TVA currently has about $24 billion in bonds outstanding.

Rate Impact

An analysis performed as part of TVA's routine planning processes supports completion of Bellefonte Unit 1
over a gas alternative (the next least-cost option) based on the impact on revenue requirements expressed in
terms of rates, including cost recovery of capital, financing, and operating and maintenance costs. The TVA
staff established that having Bellefonte in the portfolio provides for lower average rates. The analysis also
shows that for the first few years of the Bellefonte project, debt, interest and O&M costs are greater than fuel
and CO, savings. But by 2023, this trend reverses and rate pressures decline.

Long-term term costs are improved with Bellefonte compared to other baseload options when the total costs
are compared. The chart below compares Bellefonte Unit 1 costs against other nuclear alternatives — the
still-unlicensed AP1000 reactor and the mPower Small Modular Reactor (SMR) concept — as well as coal and
natural gas combined-cycle as they would be forecast in 2020. The natural gas combined-cycle is shown with
both a 50 percent and 90 percent capacity factor to show the difference in cost depending on the amount of
production achieved. Over the next decade, TVA models show this type of generation might only be called on
to produce power 60 to 70 percent of the time based on the incremental cost of the fuel. Both the coal and
the natural gas cost are shown with the potential impact of CO, costs. In 2020, the CO, cost is forecast to be
$16/ton rising to $27/ton later that decade. Also, shown on this chart is the potential range for further cost
escalations with the AP1000 new reactor, based on reports from the Vogtle project in Georgia.
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Accounting Considerations

In July 2005, the TVA Board approved the amortization and inclusion into rates of TVA’s $3.9 billion investment in
the deferred nuclear generation units at Bellefonte Nuclear Plant over a 10-year recovery period beginning in 2006.
The amount is included as a current regulatory asset on the balance sheet.

As of the end of FY2011, TVA will have amortized $2.3 billion of the regulatory asset for Bellefonte, leaving $1.6
billion on the balance sheet. One billion dollars of the remaining regulatory asset balance will continue to be
amortized while the remaining $600 million will be transferred to completed plant when the construction is
finished. Upon commercial operation, Bellefonte will be depreciated over its useful life.



Support for Nuclear Power

TVA and nuclear power is viewed favorably by the communities surrounding its nuclear plants according to recent
public opinion surveys. Although the Bellefonte community has been subject to a “roller-coaster ride” due to the
numerous starts and stops of work to complete the plant since the mid-1980s, elected officials and business
leaders have supported TVA and its efforts to make use of the existing facilities.

A survey of residents within the 10-mile radius of Bellefonte finds a large majority supports completing the plant.
The survey also finds favorable attitudes toward nuclear energy and the nearest operating nuclear power plant.
The survey of 300 full-time residents living in the vicinity of the Bellefonte site was conducted June 16-18, 2011. It
was part of a nationwide public opinion survey that excluded responses from households in which someone
worked at a nuclear plant.

Concerning Bellefonte Unit 1 completion, 86 percent favor it and 13 percent are opposed. Of these, 66 percent
strongly favor completion and 8 percent strongly oppose it. The main reasons in favor: jobs and the economy, the
need for power and to plan for the future, and affordable electricity. The main reason against: concern about
safety.

J.D. Power’s 2011 Electric Utility Residential Customer Satisfaction Study also found majority support for nuclear
energy. The survey, based on responses from more than 98,000 online interviews conducted from July 2010
through May 2011, found 57 percent of customers support building nuclear power plants in the United States.
Among those aware of the recent nuclear crisis in Japan, support was even higher at 60 percent. Three out of four
supporters of nuclear cited the benefit of reducing dependence on foreign oil. The survey found 70 percent of
customers living within 50 miles of a nuclear plant support nuclear energy.

Conclusion

The Bellefonte Unit 1 project has been thoroughly evaluated for over two years with every evaluation, including
the IRP, concluding Bellefonte Unit 1 would be the better choice for capacity between 2018-2020. This is an option
that would offer fewer air emissions, could replace retiring coal-fired baseload generation and would have minimal
new environmental impacts on an existing site. It could take advantage of nearly $2 billion in unrealized asset value
at the site, help the regional economy by creating 2,800 construction jobs and 650 permanent jobs, and provide a
new source of reliable, low-cost power for the Tennessee Valley.



